
Adopt a resolution authorizing the City Manager to sign a consulting services agreement with 
McDonald Partners, lnc. to provide bulk power cost modeling and strategic services to the 
Electric Utility Depa~ment (not to exceed $40,000) for the  remainder^ of the 2002/03 fiscal 
year (EUD) 

April 2 ,  2003 

Electric Utility Director 

: That the City Council adopt a resolution authorizing the City Manager to sign a 
consultiiig services agreement with McDonald Partners, Inc. to provide bulk power 

services to the Electric Utility Department (not to exceed $40,000) for the remainder of the 
2002103 fiscal year 

The City of Lodi Electric Utiliiy Department (EUD) has relied on the Northern 
California Power Agency (NCPA) to handle most of its seasonal energy 

s were based on production costs. Now, energy prices are market driven. While 
ile as 2001, but recent price volatility shows that we are beyond the low prices 

following the 2001 crisis. ~ a r k e t  risk is still viable. It is the intent of the EUD to reduce our exposure to market prices 
and lock in a stable and competitive energy rate for our customers. 

NCPA uses a sop~isticated production cost model to optimize the value of NCPA resources for the Len NCPA pool 
members. Lodi is a member of the NCPA pool and has traditionally benefited from the cost modeling provided to all 
members. Things have changed. Although it is the EUD's intent that Lodi remains a pool member, the time has come 
for Lodi to evaluate it's own resource needs in terms of future energy market volatility. NCPA must continue to focus 
on the entire NCPA pool. It is the EUD's intent to drastically limit our exposure to the vagaries of the existing energy 
market place. in that regard, we have previously retained the technical expertise of McDonald Partners, Inc. for 
d~veloping a ~inancially based production cost model. The arrangement, which we are asking the Lodi City Council to 
approve, provides for a number of tasks to be pe~ormed by McDonald Partners, Inc. 

0 

i. 

Maintain Lodi Electric's Resource Planning Model; 
Analyze and provide ~ecommendations related to power markei strategies to reduce market risk; 
Assist in negoiiating ag r~emen~s  and evaluating the credit risk of energy suppliers; and 
Meet in I.odi on a mon~hly basis lo review s~raiegies. 

the proposed agreement is attached hereto. The amount of $40,000 requested would provide this service 
e remaining of this fiscal year 200212003. 

160603.7323 

Funding Approval: 

Alan N. Vallow 
Electric Utility Director 
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~ c ~ o n a l d  Partners, inc 

andra ano Michael 

Lodi Electric prop ses to ~ransitiQn the consulting services Mc~ona ld  Par~ners, Inc. (Mc~onald 
~artners) has provided r from a prQj~ct-based arrang~ment to a monthly 
retainer. Under this arra like M~5onald Partners to work with Lodi Electric 
staff to develop and execute strategies that are consistent with a goal of maintaining long-term 
price stability for Lodi Electric's customers. As we discussed, Mc5onald Partners will work 
under the direction of the City of Lodi Electric Utility Director and will be responsible for 
d e w ~ l ~ p i n g  and assisting in the im~lementatiQn of compre~ensive energy commodity 
I ~ i ~ n ~ g ~ m ~ i i t  strategies including, but not limited to the following specific activities: 

Maintain Lodi Electric's lnte~rated Resource Planning Model to include current load 
forecasts, gas and power price forecasts, resource iitilization, price i-isk exposure and 
budgetary impacts. 
Cornpare actuai data to forecasts to monitor the accuracy of the Integrated Resource 
Model. 
Make available ~ c ~ o n a l d  Partners' proprietary forward gas and power curve data on a 
quarterly basis t h r o u ~ h o u t  the en 
~ e ~ o t i a t ~  er~abling a g r e ~ m ~ n t s  -worthy gas, power, and financial products 
suppliers. 

rform and maintain counter party credit an~lyses. 
onitor Lodi ~ l ~ ~ ~ r ~ c ' s  mark-~o-mark~t ~ x p o ~ u r ~ / l i a ~ i l i t y  on term contracts. 

Identify opportuni?ies and recommend transactions for utilization of Lodi Electric physical 
assets inciuding iodi's share of the CQTP and the Lodi Gas Storage Project. 
~ e c o i i i n i ~ n d  appropriat~ness of physical and financial hedging strategies for natural 
gas, power, and debt management. 
Monitor gas and power markets on a regular basis and identify potential transaction 
structures. 
Develop term sheets, solicit bidsioffers from a pool OF providers and analyze provider 
proposals. 
Provide transaction follow LIP to ensure proper deal co~firn~ation, scheduling, accounting, 
and hilling. 
Meet in Lodi on a ~ o ~ ~ h ~ ~  basis to review s~rat~gies.  



McDaiiald Paririers lric 
Confirination Letter 

fee: 512,500 per month for the reaming fiscal year 20~2/2003. It is anticipa~ed that 
work for the next budget year wi!! be at a reduced rate. Should additional meetings 

be required, i f lcre~ental meeting time will be billed at $150/hour. Either party may cancel at any 
time on thirty days written notice. 

We propose that the retainer service begin immediate!y followitig Lodi City Counci! approval. All 
ifl~ormation reiated to this assignment will be held in strictest confidence. No work shall be 
pe~orMed by anyone other than ~ a n d r a  or Michael McDonald without the express written 
approval of Lodi Electric. 

ition to the fees proposed above, all out-of-pocket expenses (which shall include, but not 
be limited ' 0 %  travel, l o d ~ i n ~ ,  telephone, overnight mail, postage and c o p ~ i n g ~  shaii be for the 
account of Lodi Electric. Fees and a~~-o f~pocket  expenses will be billed monthly. 

If the terms of this en agement as set forth in this letter are satis~actory, kindly sign the 
c6e~~ance  and return an ori~ina! to me at the above address. if you have any questions or 

need additi@flal informa~ion, please call me at (20~)-333-6762. I look forward to working with 
you on this assignment. 

-1 

Date 

Y 
lackston, City Clerk 

Date 

onald Partners, lnc 

- 
~ ~ i f l c i ~ a l  



ity Council does hereby 
reement with ~ c ~ o n ~ l d  

odeling and s ~ r ~ ~ e g i c  ser~ices to the Electric 
eed $40~~0a.00 for the rema~nder of the 

2002/~~ fiscal year. 

__--_----__--------------------------------------- _._l__l----_ ___---_------------I------------------- 

I hereby certify that ~ e s ~ l u t ~ ~ n  o. 2QQ3-5~ was passed and ~dopted by the Lodi 
City Council in a r~gular ~ e e ~ i n ~  held April 2, 2003, by the ~ot~owing vote: 

YES: G l i  MEM an,   an sen, ~oward,  Land, and 
 itchc cock 

City Clerk 


